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SUMMARY ECONOMIC OUTLOOK IN UNION OF SOUTH AFRICA,
FRANCE, AND BENELUX IN 1956

1. Ynlon of South Afrjca.

Notwithstemding the fact that it is the leading marmufacturing country
in Africa, the Union of South Africa is primarily engaged in mining and
agriculture. Ths Unior is the largest gold-producing country in the world
and an importemt exporter of wool and industrial dismonds.

South Africa’s industrialization prograk has been given impetus by
wartime shortages of fereign supplies of mamfactured goods, the inflow
of forelgn capital and a deliborate govermment poliey of diversification
of production aiming at greater self-sufficiency. Substuntlal progress
has been made in the metal manufacturing, food processing, textile snd
chemical industries. HNevertheless, South Africs lacks savoral essential
raw materials and, on balance, is becoming a fecd~importing rather than a
food-exporiing country; thus, although the character of its foreign trade
is changing, the Union will continue 40 depend heavily on oversess *rade.

. The Union has sufficient suppiies of coal, iron and ferro-alloy metsls,
By 1956 it 1= expected to be self-sufficient in stesl capucity, although
coking coel, estimated at 30 years' supply at the present rate of con-
sumption, will swentually become a eritical factor. Despite adequste

coal supplies and water power, electric generating capscity is curreuntly

a bottleneck and the estimated 257 increase during the next eight years
will atill lenve capacity alightly short of requiremsnis, estimsted at
2,700,000 ¥w. Rapld progress toward improving and expanding transporte-
tion facilities will be necessary to kesp pace with the industrialization
program, "

The Union is now completely depsndent on outside sources of o¢il and,
evenr if plans for the develepment of syrthetle oil capacity fully materisl-
1o, domestic production will supply only sbout a sixth of 1956 require-
ments, estimated at 2% million tems. Scuth Africe oroduces ne natural
or synthatic rubber, and has no commerecially important deposits of bauxite,
potash, phosphate rock or sulfur. By 1956, the Union will need to obiain
from outside sources about five-gixths of its requirements of tinm, about
half 1ts timber, perhaps e third of 1ts bread grain and a quarter of its
cotton requirements. By 1956 South Africa will be more than self-sufficient
in lead, snd slight deficlencies of zinc snd copper could be supplisd from
nearby areas. The completion of a raw ammonia plant, now under consiruce
tion, will allow the Union to be self-sufficient in nitrogen fertilizer.
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By 1956 South Africa may be expected to export about 230 million
pounds of wool, 3 million tons of coal and 25 thousand tons of esbastos,
The Union would also bs a supplier of perhaps a million carats of
diamonds amnuslly, the bulk of which will be gemstones., Gold, howsver,
will continue t0 be the backbone of ths economy and ths chief source
of foreign exchange with which to pey for imporis of esssentiasl fecd
and raw materials, '

2. Frangg.

Postumr recovery efforts in France arc directed towurd the re~
habilitation end expension of capital equipment to overcome the physieal
damage ond capltal deterioration of the war and thereby to restore the
framevoric of the prewar sconomy., For the six "basic industries" - soal,
pover, steel, cement, agrioultural machinery end transport - the Mommet
plen setzs production goals with a 1950 target for industrial production
of 160% of the 1930 leval. Large investments ere being made, particularly
in the coal and transportation fields and in hydro-electrle projects.
Efforts are being made to modernize and rationalize both agrioultural
and industrisl production methods to raise cutyut despite contimuing labor
shortages.

By 1956 France may be expected to be virtuslly self-sufficient in all
mjor food categories, except fats and oila, the domestlc production of
vhich will probelly supply less than half the country's requirements,
Frence's most extensive indigenovs raw materisls are iron ore, bauxite,
coment and potash, in all of which the country is on an export besis., On
belance, however, France 1s a heavy net importer of industrisl raw materdsls,
coal and oll being major import items,

Fronch coal produstion should increase substentiselly by 1956, but, in
view of the prosgpective ineresge in cosl requirements, especially for the
capital goods Industries, imports of at lemst 30 million tons, or psrhaps
a third of total requirements at that time, will be required,

The dependence of the French iron and steel industry on rew materisls
from the Ruhr is such that Franoce is expected to receive 30% of the totsl
Rulr exports of conl end coke., Electrie genorating capecity is being
developed rapldly, production already having exceeded the prewar rate by
0%, Oil hes been increasingly used as e substitute for cogl for some
purposes, despite the faoct that almost all oil must be imported. It is
not bolieved, however, that this trend can contirue.

France is particulerly deficient in non-ferrcus metals, having practically
no oopper, nickel or tin; relatively little zino, exd only enough lead pro~

ductlon to satisfy s third of prospective requirements, All of the country's
cotton mmt be imported and a fourth of its timber. '
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- Wherens France's imports normally comsist predominantly of industriel
ravw materiale, exports are chiefly marufactured goods - textiles, wehicles,
chemicals, and lron and steel. Industrial production has elready excecded
the prewer rate by 17%. The acute postwar limitations of food, transportetion,
and labor are being overcome; continuation of the upward trend of produc-
tion will hinge on the avallability of eosl, partlculerly from the Ruhw,

3. DPelglume

" Belgium, the most densely populated ecountry of Burops, is largely en
industrial processing country. The principel yroducts which Belgium
produces in excesa of lts domestiec roquirements ere ircn and steel, textiles,
cut diamonds, glass, cement, certain nonfervovs metels (yarticulsrly zine),
reilroad cars, and some types of heavy machinery. The metallic ores, textile
fibers (other than flax), and similar raw materials required in the manu=
facture of the above products, however, are largely imported. The only
indugtrisl rev material availebls in large quanititiés in Belgiwm 1s cosl,
but even this material rmst be supplemented to some extent by imports.
Belgium also 1s dependent upon outside sources for considerably more than
one~hslf of its bread grains, coarse greins, and fats and oils, but is
nearly self-gufficient in meat and sugar.

In addition to the export of the products mentioned above, German
trangit irade through Antwerp was en important source of foroign exchenge
for Belgium before the War. At preseni this trade 1g only a fractional
part of its prewar level., It is expected thet it will be much larger in
1956 although even then it may be lesa than prewar, The physicel dannge
and the economie disloeation in Belgium resulting from the Wer were not
as greal as in most of the other Allied ecountries. Also the dollar end
sterling exchange acquired by Belgium particularly in 1945 wes helpful
in furthering Belgium's recovery. Similarly, exports from the Belgian
Congo during the War ylelded exchange whisch placed Belglum in a reletively
strong position.

It does not appear likely that there will be any groéat shift in the
character of Belglen Industry and trade during the next few years. The
mogt 1likely development is an intengification of ths industrial char—
acteristics of the country that existed before the War, Iron and steel
production in 1956 is expected to be nearly tuice that preveiling in 1948
(that 1s, possibly 6 million tona of pig iron end 5 to 5% million tons
of finished steel). The mld 1943 anmuzl rate of production is approximately
equal to the anmual average rate during the decads before the War.
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Increases in production of cotton textiles and in emelting of none-
ferrous metals appear unlikely., Coal production mmy increase siighily
during the next fow years tut 1s not likely to keep pace with cor-
sumption, and increased coal imports will be essential to maintain the
projJected rate of expansion in the iron end steel and other industries.
Belgium in 1956 probably will produce a somevhat larger pert of its
requirements for mining and agriculitural machinery than it did before
the War. Conspicuous changes in the character of its industry during
the next few years thus appear unlikely, and the most important de-
velopment between 1948 and 1956 probably will be the considersbls incresse
in production of ironand steel products mentionsd above.

*

There are important respects in vhich trade between Belgium,
Luxembourg, and The Netherlands is complementery. The Netherlands
provides a ready market for the iron and steel products which Belgium

and Lumembourg produce for export. Conversely, Belgium imports dairy
producte from the The Netherlands and some raw materials fyom The
Netherlands Indies. Also the combined stremgth of the Benelux economie
union when fully Implemented will be a strong cconomic bargeining it

in international ecomomic relations, At present the two countries employ
a common tariff with respect to third countries, but trade restristions
betueen Belgium, The Netherlands, and Luzsmbourg have not yet been
1ifted, lnternal excise taxes differ, and the monetery systems of the
countries are quite independent. By 1956 it iz likely that considerable
progress will have been made toward a complete economic union of the
three countrien. Thelr loading statesmen accept this geal as highly
deglrable and arc endeavoring to achieve compleote ecomomic union as
rapidly as practicable in view of the differences in the impact of war
and in the degree of racovery in the three countries.
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4. The Netherlands.

The effects of the war (physical destruction by military action,
deprivations during the German oceupation, and the changas in the re-
Tations with oversess territories) are relatively greater in the
Natherlands then in any other Allied country in Western Eurons.
Economie recovery in the Netherlands consequently has been more diffi-
enlt and 4s not as far sdvanced as in other Western countries. Never-
theless, manufacturing production in the Netherlands by the middle of
1948 had returned aprroximatsly to the 1937-38 level, and electrie
pover production was considerably larger than prewar. OCoal mining,
howover, was still 20 percent under prewar lewsls.

The long-ranges economic outlook in the Notherlands is not partieularly
promising, The parts of the world of particular importance to the
Netherlands aconomy bafore the war were the United Kingdom, Germany,
Bolgium, Luxembourg, and the Netherlands Indies: the United Kingdem
a8 a market for the export of food products; Germany us a source of
iron and steel and other metals products and as a source of foreign
exchange earnings from transit trade; Belgilum and Luxembourz as &
source of iron and steel and other heavy industrial products and as &
narket for Netherlands dairy products; and the Netherlands Iudies as an
important source of investment income and foreign exchange.

For many years the value of merchandise imports into the Netherlauds
was 40 to 50 percent more than merchendise exports. This conmodity tyade
deficit was off'set by incoms from oversess investments, from shipping
and from German transit trade as indicated above. The principal com-
modities in which the Natherlands showed a net export were dairy produets,
maat, egzs. textlle fabrica, bulbs and seeds, and wegetables, In view
of the efforts in the United Kingdom to obiain increassd selfe-sufficiency
in meats, vegetables, ad ¢ther foods, that country will not provide as
good a market for Netherlands produets in the future as it did in the
past. By 1956 Netherlands shipping may yield larger returns than in
prewar years. Income from investments smi returns from the Cermen
tramsit trade, however, are not likely to equal prewar lsvels st any
time in the foresessble future.

Moderate improvement in total industrial production over present
levels should be attained by 1956. The tendéncy appsars to bs toward
production for incressed self-sufficiency (such as the axpansion of lron
and steel industry which iz a relatively minor one in the Netherlands
and the expleitation of crude petrolsum) and toward increased vroduction
of finished mamufectures (such as electrical products, pharmscsuticals
and plastics) rather then in expansion of the production of foed products
which were the principsl export commodities bafore the war. It is not
likely, howover, that thas expected increases in industrial production by
1956 will more than offsed tha declines in invisibie income earned by
the Netherlands before the wayr.
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A recent development of considerable importance is the increasing
participation by US management and capital Jointly with Dutch interests
in the develepment and expans:lqn of industrial activity in the Netherlands.
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5. Relation of Rubr Production to Weshern Europe.

Industrial expansion in France snd the Bermlux countries depends
heavily on the coal industry of the Ruhr. The importance of Ruhr coal
to the French iron and steel industry is manifest im the fact that in
1948, even with French coal production at a record high, France will
import sbout 5 million metric tons of Ruhr coking coal. This amount is
sufficient to produce about 3 million tons of pig iron, or about 45 per-
cent of estimated French production ir 1948. The imdustries of Bslzium
and Luvembourg are even mors heavily dependent upon imporis of Ruhr coal.

In the future, Ruhr coal is likely to play an equally important part
in the industrial activity of Western Europs. In France, although cup-
rent steel output is well above prewar levels, a considerable expansion
of that country's industry is planned. To meet the requirements of its
steel production program, an increese in French coal production from a
current rate of about 50 million metric tons to 62 million by 1952 is pro-
jected. Even if this ambitious plan is fulfilled, however, only a small
part of the additional output will be cosl suitable for coking. An in-
ereased rate of import of foreign coal is thersfors necessary. Aside
from the Ruhr, possible sources of the required cosl are the United
States, the United Kingdom, and Poland., Of the three, only Poland offars
the probsbility of providing France (and other western countries) with
more thsn nominal suppliss during the next eight years. Cokimg cosl is
in great demand in the United States apd, barring a major depression, is
1ikely to continue so, In the United Kingdom the steel irdustry is con-
suming, and is likely to continus to consuwme virtually the entire dozestic
supply. Polish underground reserves of coking coel allow for soms increase
in production, but a major increase would require larger imports of mining
machinery than are likely to be availsble to Foland for some years to come,
For the next few years, transport and payments difficultles are likely te
keep imports of Polish coal proportionately apall, France and the Benslux
coumtries must thersfore look to the Rubyr to satisfy their increasing
requirements of coal,

Assuming fairly stable peacetime conditions, the possibilities of
stepping up Rubr coal shipments to the West appear to be good. At present,
about 20 psrcsnt of the coel producsd in the Ruhr is exported, and about
half goes to France and Bemslux, Ths volume of future deliveries will
be largely controlled by two factors: the amount of coal produced in the
Ruhy and the amount of ateel produced in Germasny. Coal production is ex-
pected to rise from the current level of about 95 million metric tons per
year, equivalent to 70 percent of the prewar cutpui, to & level of at
least 150 million toms by 1956, The Western Allies have established a
" goal for Germany's stesl production of 10,7 million metric tons, which is
somewhat more than half of prewar ocutput. In all probsbility, this target
can be attained by 1952, but it may be presumed that it will not be ex-
ceeded in later years. Throughout the next eight years, therafore,coal
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ontput in the Ruhr will be %hm rapid rate than gtesl.

Thus, the basls for expansion in the iron and steel industries in Freznce
end Benelux can readily be provided from the Ruhr,

The dependence of these countries on Rubr steel ie much less immortant
than their dependence on Ruhir coal, and, owing to projected expansion of
thelr own steel and steel products industries, the temptation to incrense
the dependence by 1956 will not be great. Before the war Westera Europe
customarily imported rolled steel products, ag well ag mining and vther
heavy=-duty machinery produced in the Rulnr, In addition, thers wms in-
direct dependence on Rulxr steel in imports of automotive, electrical,
and engineering commwdities mamfactured in various parts of Cermvy out
of Rulr steel, Currently, énd for ths next few years, much if not mosh
of Ruhr steel products will of necessity be consumed at home in resone
structing Germany. After 1950, however, Rubr steel products will probably
be imported by western countries in increasing quantities. Their owm
inoreased output, however, will enzhie them to do so on a more selsoctive
bagls,

Ruhe eoal and steel production is obviously providing a powerful
stimilus to industrisl growth in France and Beneluxs the losa of Ruhr

production during the nexi few yvars, therefore, would be expected to
eripple thelr industrdes in comparable proportions.
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